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~ It is reported that Hadji Notmtud jax a : ieee. 
Kent ocal merchant, (who incidentally has just been grant= 
ed a as year concession of the from oxide deposits on the. 
islands of Lark, Hangam, Gheshm and Horm, Persian Gulf), 
has, together with certain of the more important chiefs of 
the Bakhtiary tribes, presented a proposal to the Ministry. 


pi a 
of Public ijorks requesting permission to import, duty free, 
am 


2 


an electric light plant, together with hydraulie equip- 
ment, for the utilization of the Arabisten waterfalls. 

The city of Shushtar is to be electrically 
lighted, and yarn, cotton,and wool factories established. 
The project is to be exempt from taxes of all sorts for — 
ten years. Thereafter 5% of the net revenue is to be paid 
over to the Government. The latter is also to furnish a — 
10% boms: on any products which the factories may export. 
The Government is also to furnish military protection and 
to prohibit the importation of similar machinery into Ara~ 
bistan dmring a period of fifteeh years! _ 

No definite action has as yet been taken in the 
premises; the Department will be duly advised of further 
developments « 


Respectfully submitted 


Bernard Gotlieb 
American Consul 
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LEGATION OF THE : 
UNITED STATES OF AMERICA >> aan 


Teheran, Persia, cena 


Jane 12, 1924. 


Te Honoreb le 
The secretary of State, 


Weshington. 


Sirs 
I have the honor to trenanit herewith copy of @ 


wae 2 2td 
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proposel submitted by Mr. Charles J, Renner, American 


Monicipel Adviser, to the Municipelity of Teheren, to 


furnish e water supply end electric power to the city 
of Teherm. 
I heave the honor to be, Sir, 


Your obedi ent servent, 


BIO ft 
ff oe ae lh 
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Bunelosure: 


Proposel re water and 
electricity for Teheran. 


Teheren, Persia, 
loth April 1924, 


To the Acting Chief of the hmnicipelity: 


The Municipelity of Teheren nes been examining the weter- 
Sheds in the vicinity of the mounteins outside of Teheran and 
the Jajerood valley off and on for e long time. A mimber of 
places have been explored with the intent to find e site for 
dems end a source of water supply. The one thet seamed to 
offer the best opportunities wes the velley of the Jejerood 
River, About 12 to 15 miles of this valley wes surveyed, end 
the riverflow wes measured - very roughly, but sufficient to 
give @ preliminary idee es toits velue as @ weter and power 
producer, and to eneble us to evolve e preliminary project. 
A drawing of the preliminary project created is etteched to 
the concession petition herewith, 


We have made no definite estimate of the eost es we heve 
not yet the necessary date. Our main concern hes been to fim 
@ project that could be made feasible, This project hes one 
or two expensive difficulties, the principel one being e long 
tunnel; but with further surveys and werk we mey be eble to 
shorten this. 


While the Municipelity has done considere ble work, the 
matter is at present in a very primer stage; but it seems 
thet before we go deeper into the project the Municipelity 
should be in possession of e concession. Of course, any 
people who would be subjected to demege by the Municipelity 
drawing off weter would heve to be compenseted, and perhaps 
this might mean enother storage dem below our present project. 


Our rough meesurements show stream flows es follows for 
the Jajerood River;- 


On August 13, 1923, about 45 cu. ft. sec. clear; 
On Dec. 20, 1923, about 70 m.ft.seo. cleer; 

On Feb. 15, 1924, about 196 cu.ft.sec. clear; 
On Merch 10, 1924, about 801 cu.ft.sec, miidy; 
On Merch 28, 1924, about 1450 cu.ft.sec, mid; 


and the wetershed is epproximately more than 100 squere miles 
above the dam site. Good measurements will involve e yeer or 
two, amd an expenditure for ea weir and other apperatus ani 
exami netions, 


All of the field work wes done by the Manicipel iIngineer- 
ing Staff of the Construction Department, 


I ‘trust you will present our metter to the Cebinet em 
that we can get what we are after with es little publicity 
es possible, 

ad) S.J. RENIER 


Municipal Adviser, 


fhe Municipality of Teheran, in order to sefeguard ami 
keep unto itself the public utilities, does hereby beg end 
petition the honorable body, the Council of Ministers, to 
grant unto it the following:- 


1. That the Municipality shell heave the monopoly of 
serving itself and its inhebitents with water end electricity. 


2. Theat the Municipality, having made = mumber of 
preliminary surveys with the object of obtaining e mpply of 
water for domestic ami commercial uses and some electric power 
in the valley of the Jajerood River, from which it appears that 
this source can be used if certain engineering difficulties can 
be overcome, shall be endowed with the exclusive right to dam 
end store water in the said valley, for the purposes of obtein- 
ing weter or electric power, particularly from 2 point one mile 
downstream from the Amin Abad Tee Hougss, below the Villece of 
Serdaband, and from thence upstream to the sowree of all its 
branches, 


The Municipelity petitions this right, to the exclusion of 
@ll other perties, for a period of two (2) years, during which 
time it shell investigate further eam determine whether or not 
it desires to maintain the concession; and if so, it guarantees 
to declare the fact by mablishing e notice in the newspapers 
of Teheran, together with e copy of this petition, or to 
notify the Couneil of Ministers or the Perliament, which shell 
aitematically extend the concession for e period of fifteen (15) 
years, If, before the expiration of thet period, the Municipel- 
ity begins to construct wrks for the mpply of water or 
electrics power, then this concession shell become permanent 
for eas long as the Municipehbity shell continme to use it, 


ENGINESSRI MG. 


The Municipelity, in its Preliminary Project Mo. 1, of 
the Jajerood River, hes selected a site neer the Aminabed 
Teahouse for the primary dem; to be of full spillway mesonry 
construction, rigid type, ebout 20 meters high or more, and 
about about 100 meters long; to hold beck approximately one 
billien gellons of water (by raising the dam to XH usters, 
storege of about three billion gellons cen be obtained), 

rom the dam to the tunnel, ebout 2 Kilometers of pipe 
Will be needed; it is possible that only a small portion of 
this need be steel, 

The tunnel meesures about five kilometers; it will heve 
a section of ebout five or six feet, am will probabhy heve to 
be lined with brick or conerete, 

Prom the tunnel epproximately six kilometers of steel 
Pipe will be needed to tramsmit the water to the powerhouse, 

The power plent will consist of impuleetengential water 
wheels, directly connected with e dynamo, so there will be 
very little electrical less, It hes the further advantage of 
being loceted on the roed which can be traversed by atano- 
biles, so that machinery and other parts can be sent bones 

ees H 
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easily; and it is away from the storms of the mountains, 
therefore only a short electric trensmission line is needed, 
80 its ele@trical losses in that respect are practically 
negligible, 

water, after going through the powerhouse, fodlows 
@ lined open channel for a distance of seven kilometers, with 
here end there = small siphon across the gullies, to the dise 
tributing reservoir. 

fhe reservoir in turn delivers it to e system of pipe 
lines, which supply the inhabitants of Teheren, 

In the ot of the development we hope to take off 
ebout twenty-four million gallons of water each day, and to 
develop about thirty-three hundred horsepower of electricity. 
This can be doubled later with an additionel pipe line, We 
Cam also drain off several vallas between here and Jajerood 
for water in the Sgring, when most needed, 


INDUSTRI 


Anmnel water collections should be ebout 80,000 tomens, 
and the Manicipelity uses 10,000 tomens more worth to sprinkle 
streete; in ell, about 90,000 tomans spent for water, The 
ectual use of power in Teheran at present is quite limited, 

The Municipality now peys for electricity oximately 20,000 
tomans eech year as @ consumer, am spends in eddition about 
4000 tomens es @ producer, No dwbt cereake | Parties who teke 
from the present electéic aystem spend 10,000 tanens more 

(we have no dete concerning this); which makes, a? ell, about 
34,000 tomens spent for electrici eanpeiee May Mani ci pe lity 
receives for its 000 toman's only eapproximetely 75 H,P, more 
or less, end for ea duration of but five hours each night. With 
@ large electric power eaveileble,and cheap, many more people 
Will use dlectricity, ani industry and factories should spring 
up, There is ample room in Yeheren for a good textile ‘uaieatey 
becense Persia produces mch wol, cotton emi silk, Present 
indications make it e r that the pre neeevet finally developed 
to ite full, will eupply more than 8,000 H,P, ‘There will then 
be enough for tremwaye, hate ya arsenals, end meny other 
purposes, if intelli gently used 


SCOMOMIC AL, 

The advent of power will no doabt better the living 
econditiens of =r ee in and about Teheran, by — ny, Sees them 
werk, At the same tae it will canmpete with same o 


work which is being dme in sane lines. in the long 

however, it should be very bemeficiel ani raise the stan 

of living, Seniteary water will be another blessing, even though 
it might be e litfle maddy at times, 


FLEANGLAL. 


fo accomplish anything at ell the Municipelity should be 
in complete pessension of its concession, [t cen then either 
go ehead and by en intemnel loen raise sufficient funds to do 
the work, if such e loan be possible, [f not, thm the first 


step 


Step after the concessionis granted to the Municipelity 

and efter the Manicipelity makes its final decision, will 

be t© assign the comession to a syndicate, The Municipel 
Adviser could hold stock in trust for the Municipality and 
its interests; the Administrator General of the Finances 
could hold steck in trust for the Ministry of Pinenee and 
its interests; and Hig Highness, the Prime Minister, or his 
representative, could hold stock in trust for the Government 
and its interests, To further the work of the pmject, @ 
commission could be formed by the syndicete, each contributing 
@ Gertain smell sum of mong to carry on the neessary sur- 
veys, designs, hydrographic drawings and measurements; and 
when these are completed, if the project is still considered 
valuable, to arranme the neessary damage settlements in 
favor of the various parties cocerned, and to form @ oom- 
_ and final project, It should then be presamted to 
inenciers or contractors, whose business it is to finance 
sach projects, and the company adopting the scheme should 
receive all the syndicate stock together with gaarmtees of 
@ subsidy until capital charges ere carne, 


4 rough estimete is es follows;- 


100 meter masonry or comrete dan 
averaging 10 meters hi gh....... eee cere e 000,000 


7 kilometers steel pipe, 30”............000- 220,000 
1 kilometer Brick pipe, 40”.....-.ceccceeeee 15,000 
5 kilé@meters tannel, part lined, 5x6 bore...450,000 
L PoOWer Houses cece cccccccccccccsccccvecccces £0,000 
7 kilometer Open lined chemmel,.........-.0. 42,000 
1 Distributing Reservoir,....--.-eeeeeesseee 50,000 
1 Distributing water pipe system (preliminaryB00,000 
1 Electric distributing qystem (preliminary) 30,000 
Incidente la... ccccccccccccccccscccccscccee 360,000 


Gost of pee es! eer TT eT TT ee Terre re 188 ,000 


2,000 ,000 


We have no data yet of the cost of the verious items 
in Persia, so the above is only to ave some mrt of a 
rough generel idea, and is for concesaion perpeses only, 
No reliame should be pleced om the ebove estimate of 
costs; a better one will be given leter, if designs are 
mede and settled upon, 
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DIVISION OF 
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From Vice Consul Robert W. Imbrie 
Teheran, Persia, Je 19, 1924 
cs CPAliti, ees a a 
Date of aaa & ig Jane 18, 1924 
t ® 
Date of Mailing ow 20, 1984 at 


on a 8 
a 9 a: i“ 
For sometime past the moniorgenthy of Teheran r S 
has been examining the watersheds in "the mountains adja~ 
cent to Teheran, particularly with reference to the Jagex» 
ood Valley, with the end/in view of providing an adequate 
water supply for the City and the development of a hydro» 
electric power plant. 

The plan proposes (1) that the Municipality 
shall enjoy the monopoly of serving itself and its in- 
habitants with water and with electric power and (2) that 
the Municipality, having made a number of preliminary sur~ 
veys with the object of obtaining a supply of water for 
domestic and commercial uses and some electric power, in 
the valley of the Jagercod River, from which it appears 
that this source can be used if certain engineering dif» 
ficulties can be overcome, shall be endowed with the ex» 


GENERAL. 


clusive right to dam and store water in the said valley, 
for the purpeses of obtaining water or electric power, par 


ak 2 _— 
tioularly from a point one mile downstream from the Amin 
Abad Tea House, below the Village of Zardaband, and from 
thence upstream to the source of all its branches. 


| ‘fhe Municipality, in its Preliminary Project Mo. 
1, of the Jagerood River, has selected a site near the 
Aminabad Tea House for the primary dam; to be of full spill- 
way masonry construction, rigid type, about 20 meters high 
or more, and about 100 meters long; to hold back approximate~ 
ly one billion gallons of water (by raising the dam to 30 
meters, storage of about three billion gallons can be oh 
tained). From the dam to the tunnel, about 2 kilometers 
of pipe will be needed; it is possible that only a small 
portion of this need be of steel. The tunnel is to measure 
about 5 kilometers; it will have a section of about 5 by 6 
feet, and will probably have to be lined with brick or con- 
crete. From the tunnel approximately 6 kilometers of steel 
pipe will be needed to transmit the weter to the powerhouse. 
The power plant, as projected, will consist of impulse ten- 
gential water wheels, directly connected with a dynamo, so 
there will be very little electrical loss. It will have 
the further advantage of being located on the road which 
can be traversed by automobiles, so that machinery and other 
perts can be sent there easily; and being away from the 
storms of the mountains, only a short electric transmission 
line is needed, so its electrical losses in that respect 
will be practically negligible. The water, after going 
through the powerhouse, it is proposed, will follow a lined 
open channel for a distance of 7 kilometers, with here and 
there a small siphon across the gullies, to the distribut- 
ing reserveir. The reservoir in turn will deliver it to 


» Be 
@ syatem of pipe lines, which will supply the inhabitants 
of Teheran. In the beginning of the development it is hoped 
to take off about twenty four million gallons of water each 
day, and to develop about thirty three hundred horsepower 
of electricity. This can be doubled with an additional pipe 
line. Several valleys between Teheran and Jagerood can be 
arainea for water in the Spring, when most needed. 


Attached to this report, is a drawing giving 
general plan of this project with altitudes etc.. 


‘hidbad & water collections approximate 80,000 To» 
mans, and as the Municipality uses 10,000 Tomens for street 
sprinkling, in all, about 90,000 Tomans is spent for water. 
The actual use of power in Teheran at present is quite 
limited. The Municipality now pays for electricity approxi+~ 
mately 20,000 Tomans each year es a consumer, and spends 
in addition about 4,000 Tomams as a producer. No doubt 
private parties who take from the present electric system 
spend 10,000 Tomans more (no date exists regarding this), | 
which makes, in all, about 34,000 Tomans spent for elec~ 
tricity. However, the Municipelity receives for its 24,000 
Tomans approximately but 75 H.P. more or less, and for a 
duration of but five hours each night. With a large cheap 
electric power available many more people would use elec~ 
tricity, and industry and factories should spring up. There 
is ample room in Teheran for a good textile industry because 
Persia produces mch wool, cotton and silk. Present indica~ 
tions make it appear that the project, finally Sarees 
to its full,capacity, would supply, more than 8, 000 H.P.. 
There would then be enough for tramways, factories, arsenals, 


and many other purposes. 
Social 


fhe advent of cheap power would doubtless bet- 
ter the living conditions of the people of Teheran and 
would raise the standard of living. Pure water would un- 
questionably reduce the present high death rate. 


cost. 
The cost of the project is estimated as follows: 


Tomans 
100 meter masonry or concrete dam 
averaging 10 meters high ......-.eeeree 300,000 
7 kilometers steel zipe, 3 4 225, 000 
1 kilometer brick yee, eeetouMeeseeees 15,000 
5 kilometers tunnel,part lined,5x6 bore.. 460,000 
1 Power House @eeeoeaeoeneonoeeo eee eee eee eneoeen eee @ 40,000 
7 kilometers open lined channel ......... 42,000 
l Distributing Reservoir .....cscccceceeee 50,000 
1 Distributing water pipe system (pre~ 
liminary @eeeeeeoeceooeoeeoeeoeeooeoeoeoeeneaeeceee @ 300, 000 7 
ut oe distributing system (pre~ 


@eeeeeeeeeeeeoeeeeeeeeeeeeeaeee 30,000 
eiaen B ccccecccececcccessscvsecvscccece 360,000 
Cost of financing @eeceeeoeeoeeeeeoeo ee eeoee 188 


—24000,000 __ 
CONCLUSION. 
The above plan, somewhat elaborated, has been 
presented to the Cabinet for consideration, together with 
suggestions as to financing the project. If adopted there 


would seem to be an opportunity for Americen manufacturers 


of steel piping and hydro-electric machinery to place their 
products. 


Enclosure: One plan 


Copy also 
ee 
. 99 
_. OFT: OF STATE 4? tk - 
eee og AMERICAN CONSULATE, cr 
7 Teheran, Persie, i 
cf hacer ree Deceuber 30, 1924, | 


Sir: 
e* (: have the honor to enol 
entitled "Concession Offered 
This project was first vegestes Sven 
‘eo; 1924, in a report entitled "Projected Blectrict 
- Power and Water Supply for City of Teheran", ‘that report 


OVHUNE XHAN 


= 
a7. 
was a copy of one made by Mr. Charles J. Renner, an Ameri~ oak 
can efigineer who was Municipal Adviser, Mr. Renner states ej 
on 
~ 


that he did not want his report to be published, but mere» 
ly sent te the Department for its information. 
As the former report was given considerable publicity 
_ resulting in a number of inquiries being received from A» 
merican manufacturers and engineers, it is respectfully 
suggested that the report enclosed be given the same pub» 
lieity in order that firms who received the previous report 
he be informed as to the present status Of the project. 
I have the honor to be, Sir, 
Your obedient servant, 


ae rr ar 


Ene: Report oat 
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AMERICAN FOREIGN SERVICE REPORT 


No. 45 Date of Preparation: Dee. 25,1924. 
To: Department of State Date of Mailing: Dee. 31,1924. 
Office: American Consulate, Teheran, Persia. 


Reference to request: Department's Inatruction ef Oct. 
17, 1984 Pile Nos 166,954/S1 


Geographical designation: Persia 

Schedule No. and Subject: B - 6810 - Water Power 
Title: CONCESSION OFFERED FOR HYDRO-RIZCTRIC PROJECT 
Seurce: Government Official 


George Gregg Puller ge ear, ee a 


Officer Preparing F American Vice Consul. 
Reference to previous reports: "Enesootet Ri Pewer 
and Water City 
ef Teheran” dane 20, 
1924.6 


Soar Jbh a 


The proposal to provide the city of Teheran with 
water and electric power by the construction of a tunnel, 
and » dam in the valley of the Jagerood River, came from an 
American engineer, at that time Municipal Adviser. He sure 
veyed 12 to 15 miles of the valley and very roughly measured 
the river~flew., The result was sufficient for his purpose, 
namely to enable the municipality of Teheran to present a 
petition to the government for a concession, ‘Sufficient data 
was not seoured to make a definite estimate of the cost, but 
his conclusion was, that the project was feasible, that it 


would cost about 2,000,000 Tomans (at present about $2,350,000), 
would supply the city with sufficient water, and develop about 
3500 to 6600 horsepower of electricity. 


No further surveys have been made but a further 
study of the problem by the above engineer indicates that 
the project is greater than et first expected. He now be~ 
lieves that seven to eight times as moh electricity as exe 
' pected can be developed, while the cost will remain between 
two million and three millien dollars. 


The municipality have presented his preliminary 
report to the Persian Government and petitioned for the 


monopoly of serving Teheran with water and electricity. The 

concession shall first be for two years during which the 

project can be properly investigated, If the municipality 

decides to undertake the scheme, the concession shall auto 
. J matically 


- Ze 
maticelly continue for 15 years. If before the expiration 
of 15 years the municipality has commenced any construction 
for supplying water or electric power, the concession shell 
at once become permanent provided the mmnicipality continues 
to use it. According to the suggestion of the municipality, 
it shall thus have 17 years before construction need commences 


The engineer who was chiefly interested in this 
project, has resigned as Municipal Adviser, appropriations 
for further study have ceased, and no action has been taken 
in reference to the concession. Except for two German ane 
gineers now employed in constructing an arsenal, there is 
no one with sufficient training to direct the undertakings 

Moreover the municipality is without funds and its 
expenditures are steadily increasing, Without technical and 
financial help from abroad the project cannot be undertaken 
for a long time. 

READY TO GRAN? CONCESSION 70 FOREIGN CAPITAL 

The Ministry of Public Works have commmicated 
with this consulate, and urge the necessity of developing 
this project. They state that the Government is without 
funds to continue the surveys or to commence construction, 
but that if capitalists in America or any foreign country 
should take this concession, upon such terms as might be 
mutually agreeable, they would find the investment profit- 
able and would be doing such a service for the Persians that 
this government would give them its hearty support. 


Some years ago a franchise to supply the city 
with 


ome 4 ho 
with electricity was granted to a Persians This franchise 
would offer no obstacle as the holder hag dene no work and 


is now bankrupts The government could cancel his concession 
at any time, 


Not only have several American firms indicated 
their willingness to go further into the proposition, but 
an official of the British Legation recently took a copy of 
the preliminary report to Iendon. Several wealthy Persians 
are also interested, and it has been stated that a consider= 
able part of the necessary capital could be raised heres The 
entire project could not be developed by private Persian 
capital as the people have no experience in engineering work 
and would not trust their capital to one of their own country~ 
mene If the management and control were American, Persian 
capital could be secured. 


Before the exact costs and the results can be 
known, @ considerable amount of engineering work must be 
undertaken, Further measurements of the watershed mst be 
made, records of flow mst be kept for at least a year and 
lenger if possible, the rainfall likewise recorded, geclogi-« 
cal teste made and duration or stream-flow curves dram, It 


appears that foreign capital mst undertake this works 
fhe survey already prepared has shown the plar. to 
te SNE eee Meet ee mate ements mite the 


DEPARTMENT OF STATE 


AFFAIRS 


- March 17, 1926. 


\E *> 


Sees 


Last Saturday Mr. H. Vv. Schreiber of the Charles B. 
Hawley and Company, Incorporated, ean engineering concern 
of Washington, D.C., came in to see me regarding a pro- 


ject for supplying water end hydro-electric power for the 


city of Teheran, Persia. Mr. Schreiber told me that 
hed seen the Department of Commerce and obtained some 
information there, and that he had also called at the 
Persian Legation. Mr. Schreiber inquired whether we: 
had any information on the subject. 

I told Mr. Schreiber that Persia had employed 
can advisors for the purpose of improving the Municipality 
of Teheran. As I understood it these advisors had submit- 
ted recommendations with respect to the improvement of the 
water supply of the city. Some of these recommendations 
had been transmitted to the Department, and I would be 
glad to get together for him the reportwe had bearing 


G26: OF HVW 
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on that subject. I also explained to him that Persia 
had employed American financial advisors who had been 
working in Persia approximately two and one-half years. 


In 


DEPARTMENT OF STATE 


DIVINON OF NEAR EASTERN APFAins 


In the afternoon on Saturday Mr. Schreiber returned 
and looked over the reports we had relating to the pro- 
ject of water supply and he expressed his appreciation on 
receiving the additional information. He said that he 
would go home with the notes he had taken from these 
reports and study over the question further and return 
Monday for further conference. 

Yesterday Mr. Schreiber returned and brought with 
him copies of the reports he had obtained, together with 
two letters he had received from the American Vice Consul, 
in Teheran, stating that Persia was desirous of having Ameri- 
can firms undertake the work. Mr. Schreiber was somewhat 
in doubt as to the next step his company might take in 
the matter. He said that if the company could obtain an 
option on the project for a certain length of time, they 
might approach some banking institution and obtain their. 
assistance in financing a mission to Persia to study the 
project and negotiate for construction work. Mr. Schreiber 
was informed that if he wanted to submit to the Persian 
Government an offer for an option, he might do so through 
the Persian Legation in Washington. It was stated that 
Mr. Schreiber could then draw up his own telegram and 


offer 


DEPARTMENT OF STATE 
DIVISION OF NEAR EASTERN AFFAIRS | 
-3- 
offer to pay for it, requesting the Legation to transmit 
it. However, in case the company desired further in- 
formation upon the subject, before submitting any offer, 
the Department would be glad to ienteaet the American 
Coneul at Teheran to furnish such information as might 
be requested by him. | 
Mr. Schreiber was also given the address of 
Mr. Charles J. Renner, formerly American Municipal 
Aévisor st Teheran, with the suggestion that he might 
desire to confer with Mr. Renner before taking any 
further steps in the matter. Mr. Schreiber was informed 
that the Department understood that the Persian Govern- 
ment would be glad to have American concerns undertake 
construction work in thet country, and that the Depart- 
ment would be happy to render him any practicable as- 


sistance. 
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RECHIVED im the Depart- Teheran, é ‘: 
APR 9 1925 Bente Confidem nated April 9, 1925, 


It should be “Received 


Classly para~ — 
Secretary of Stato, Phr:eeé before 


Washington,°°:*s *emmmice- 
ted to anyone 


Urgeht. 29, April 9, Nook. 

Persian Government endaiies to Ine 
Ulen or Foundation would consider s 
for preliminary surveys and ostimates on nytlwonoloct 
project negr Teheran requiring about die months, 
Persian Government willing: to pay expenses of 
engineer on condition that company agree to reimburse 
government 1f and when company accepts contract for 
construction, Tho Persian Government desircs to know what. 
would be empense of engieer for preliminary survey ind. om 
he could arrive in Teheran, Persian Government hag, ‘retetved, | 
proposal from British company to undertake survey for : 
pounds sterling 5 thousand. 
WSB MURRAY 


1690925 
: | 
PARAPHRASE OF A TELEGRAM FROM TEHERAN, DATED 
APRIL 9, 1925 


The Government of Persia is desirous of ascertaining 
whether the Ulen or Foundation Companies would be willing 
to send engineer to Persia for the purpose of making a 
preliminary survey and to submit an estimate on a hydro- 
electric undertaking near Teheran. Approximately six 
months may be required for the work. Persia is prepared 
to pay the expenses of the engineer on the condition that 
the company will agree to reimburse the government if and 
when the construction contract is accepted by the company. 
The Persian Government desires to ascertain what the ex- 
penses of an engineer would be for the preliminary survey 
and when he could arrive in Teheran. British company has 
submitted proposal to undertake survey for five thousand 


pounds sterling for the Persian Government. 


MURRAY 


891. 6463/5 


—_—_ 
| 


mm eitelteys 


April 16, 1925 


Messrs. Ulen anf Company, 

120 Broadway, 

New York Gity. 

Sire: 

The Departeent is in reesipt of a telegram, fron 
the American Legation at Teheran, which, peraphrased, 
reads as follows: 

*Persion Goverment desires te know 
whether Ulen an@ Company or the Foundation 
Company would consider sending an engineer 
te Persia for the purpose of making the 
necessary preliminary surveys and estinates 
for a contemplated hydro-electric project 
near the city ef Teheran. 

The Persian Gevernnent adds that the 
necessary preliminary investigations would 
reqnire about six months anf that it is will- 
ing to pay the expenses of an engineer se de- 
tailed, on the cendition that the company 


shoot hg 


agrees to reimburse the Government for such 

expenses if and when the company secepts a 

contract for the proposed construction work. 

In this connection the Persian Governzent de- 

sires to know what would be the expense of an 

engineer assigned te conduct the desired prev 

liminary survey and when he could arrive in 

Teheran. It states further that a prbpesal 

has been received from a Britiah company offer- 

ing te unfertake the tuficated survey fer five 

thousand pounds sterling." 

In bringing this matter to your attention the Depart- 
ment desires te aff that, as requested by the Persian Gev- 
ernment, it is telay affiressing te the Foundation Company, 
of 120 ldberty Street, Hew Youk City, a letter in the abeve 
sense. 

Tee Departacnt will be plenesd, should you so desire, 
te telegraph to ite representative at Teheran, for communi- 
eation te the Persian Goverment, such reply as you my 
wish to make te the prepoun] contained in the foregoing 


Aesistaat Secretary. 


april 16 aia 


7 Da 


| Voun@ation Ceupgeny, 
| 180 Liberty Steces, 
Bow York City. 
Sire: 

‘The Dapertuent ia in seesiys of «2 telagven, fre 
the American Legation at feherem, whieh, paraphrased, 
weeds an follows: 

"Persian Gevernnent desires to knew 
whethem the Founfation Cempeng or Ulen ani. 
Company would consiier sending an engineer 
te Yeusia for the purpose of asking the 
neceseary preliminary surveys ani estimates 
fer a eontemplate’ hyére-electric pro ject 
meer the city of Seheren. 

The Persian Governnent adds that the 
neseseary preliminary investizations would 
wequire about efx menthe ani that it ie will- 
img te pay Ghe expenses ef an engineer se ée- 
fadlet, on the condition thet the company 


; -2- 
agrees to reimburse the Governnent for such 
expenses if and when the company secepte « 
contract for the prepesed construction work. 

Im this eonneetion the Persian Government de- 

sizes te know what would be the expense of an 

engineer assigned te coninct the desired pre- 

liminary survey and when he coulé arrive in 
' Qeheran. It states further that s proyosal 

hae been received from a British company offer- 

ing to undertake the indicated survey for five 

thousani pounds sterling." 

In bringing this watter te your attention the Depart- 
ment desires to add that, aa requested by the Persian Gov- 
ernment, it is teday addressing to When and Company, of 
120 Breadway, New York City, a letter in the above sense. 

The Department will be pleased, should you seo de- 
Size, te telegraph to ite representative at Teheran, for 
communication te the Persian Goverment, such reply as 
you may wish te make te the proposal contained 
foregoing telegran. 

Iam, Sirs, 

Your obedient servant, 


For the Seeretary of State: 
LELAND HARRISON 


mo 
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DEPARTMENT OF STATE 


= 
ULEN & Company) ‘°° !¢ 82 


D owvsi0n oF 
120 BROADWAY EAR EASTERN WAPARRRE L ii Ess 
a 
New York 4 
April 17, 1925. yt 


ore 


Referring to NE 891.6463/5 


Secretary of State, 
Washington, D. C. 


Dear Sir: 


We beg to acknowledge receipt of your letter, 
written by Assistant Secretary, Mr. Harrison, regardi 
the request of the Persian Government for an engineer t 
go to Teheran for the purpose of making preliminary sur- 
veys and estimates for a contemplated hydro-electric 
project near the City of Teheran. In view of the fact eR 
that all of our engineers are now, and will be for a certain 
period of time on engineering work which we have contracted 
for in Poland, Greece and in South America, we do not be- 
lieve we would be in a position to furnish an engineer as 
requested by the Persian Government. 


During the past year we have had two representa- 
tives at Teheran, and Mr. Addison fT. Ruan one of our repre- 
sentatives who has just returned from there, made us a com- 
plete report under date of August 20th, 1924 on this same hydro- 
electric project. At that time we were in a position to give 
this job proper attention but now, owing to our new work and 
having become better acquainted with the English competition, 
which has practically dominated Persia for many years, it seems 
to us that the business would only amount to an engineering job. 


Our negotiators for business know your representatives 
in Teheran and Mr. Ruan has just stated that they rendered all 
the help that was possible for them to give in connection with 
es propositions we had up there and for which we are very grate- 


Be assured of our appreciation of your kindness in 
this matter, and regretting that we will be unable to furnish 


@ proper engineer for this work, we beg to remain . 
: v 
=] 
Very truly yours, S| ; 
ULEN & COMPANY 33 


CMB :MD | | d 


~ 
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Seesre. Ulen and. Comyany, 

180 Rponiuny, 

Nem, York City. 
Size: 

Im déhmewledging the receipt of your letter of 
Apel. 17, 1985, regretting your iuability te asceyt 
the Pereian Government's recent proposal in sonnes- 
tion with a projected hydve-sleetric installation 
near Tohepen, the Department 4é¢ives t express ite 
appreciation for your courteous acknowleiguent of the 
assistance which its representhtives at Teheran were 
ahle te afferi your cospany Guiting the yout year. 

Z om, Size, 

Your obedient servant, 
For the Seqgetary of State: 


BLAND HARRIBOM 


Ihony /, 8 


Ass intant Secretary. 


paca 0 
OUNDATION COMPANY 


120 LIBERTY STREET 


NEw YORK 


April 17, 1925. " 


DEPARTMENT OF STATE 


ae Oni 

a APR 13 1995 

y 2 vA / a 
DIVISION OF 

NEAR EASTERN AFFAIRS 


Washingt 


kt Sir: 


We have received your letter of April 16th, 
f. in reference to the wish of the Persian Government 
to have an engineer make a survey of a contemplated 
hydroelectric project. We will be pleased to submit 
our qualifications, take up the negotiations, and 
work promptly, thoroughly and energetically on the 
project. We have quite a large organization on the - 
Continent, and at this time lir. Franklin Kemington,. 
Chairmen of our Board, is in Greece. 


Do I understand that our proposal is to be 
submitted to the American Legation at Teheran, or 
to the Persian Government direct? Will you please 
wire which procedure is to be followed, so that 
Mr. Remington can communicate with whoever is in 
charge of the project and could further arrange to 
send some one from the organization while he is over 
there. 


We appreciate your kindness and helpfulness 
in referring this project to us. 


With kindest regards, I am 


Sincerely yours, 


5 
\ 

3 
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ATHENS (GREECE) 
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/ / / By 
fone are authorized to + aa one to Legation, Teheran, / SQ 


any messages ro Haan of Foundation Company. / ~~, 


ff 
891.6463 /7 
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Apr 21 1925. 
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Collect 
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Charge De nt “| 

wa on a ) Department of State 
18° t0 “Rieieadastiors Co 4 

$ Washington, 


April #0771925. 
The Foundation Company, | = 
120 Liberty Street, ST opperpee | 83 pe 
New York City. 


Reference your letter April seventeenth in answer to 
Persian Government proposal that engineer be sent to 
Teheran to make preliminary surveys and submit estimates a 
for hydro-electric project. Department is informing ™~ 
American Legation Teheran that you will be pleased to a 
submit your qualifications, take up negotiations and work a 
promptly and that Mr. Seeekc Remington, Chairman of your = 
Board of Directors, is in Greece and will communicate 
with the Legation. 

Legations at Athens and Teheran have been instructed 


to facilitate communication between Remington and Persian 


Government. 
SRCRPTA PY as *D a mig 4) 
891.6463/7 UG 47 
ae 
WE Gw/LvD/cC -— PR OL IEE | Bd oF 
my. Ain Apr 21 1925. | 
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Ro g.VBD od April 25, 19256 
AP. Ba 1925 9:23 am, 
Thep’t. of Staté& . - 


Socrokary of Stato, APD 25 1625 


DIVISION OF 
NEAR EASTERN AFFAIRS 


Washington, 


April 25, & pm Co 
x? I ye EOD Pf s ; 

Logation's 29, April J, noons’ MAYA, .:, 1886... , 

ment dosiros above montionod givon publicity. One 


ongincecr rodirod for the survey not to exceed one year, 


Belicve tho British offer oxcossive, If granted contract 


company must bo prepared financo conatructfon works 


WSB FULLER 


MAY 4& 1925F 


B 
E 


PARAPHRASE OF A TELEGRAM FROM TEHERAN, DATED 
APRIL 25, 1925. 


With reference to Legation's telegram of 
April 9th the Government of Persia desires that 
publicity be given to the message referred to above. 
The British offer is believed to be excessive. One 
engineer required for the survey not to exceed one 
year. The company must be prepared to finance the 


construction work if it is awarded the contract. 


FULLER 


891.6463/8 
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DEPARTMENT OF COMMERCE 
BUREAU OF FOREIGN AND DOMESTIC COMMERCE 
WASHINGTON 


May 9, 1925. 


eHon. Wilbur J. Carr, REPLY REFER TO__29 
Assistant Secretary of Sta 
Department of State, ‘ac 
Washington, D. C. | — 
| a \ % 
_ Dear Mr. Carr: Pie ie 
+) 4 Le 

Referring to cables from the American Embassy at Teheran, “R & 

; WN FS 

Persia, commerce nwifbers 169023 and 169036, the Electrical Equip- = 
t Division has received froma number of: American engineering W & 
firms letters concerning their interest in the mtter. aw q 

Ulen and Company, 120 Broadway, New York, has replied that 

they regret that they are unable to take advantage of the situa- 
4 tion. 
* The Foundation Company, 120 Liberty St., New York, has re- 
Plied but did not state whether they had favorably considered 
entering a bid for the survey. 

The Charles B. Hawley and Co., Inc., Munsey Building, roa 
Washington, D. C., has submitted an offer through the embassy | BY 
to the Persian Government. Ec 

Seven other firms were notified but to date they have not so 
replied to our letters. = 


Very truly yours, 


Li ge x 


8. H. Cross, 
Liaison Officer. 


ae ere 


Penner S. | ee ceamannela — a ¥ aera eae ~ 7 
a | ‘ 


oF tans 
4 DEPARTMENT OF COMMER 
BUREAU OF PORBON AND DOMESTIC COMMERCE 

WASHINGTON 


My 25. 


NEAR tm sit Ps 


fon. Wil J. Carr, 
Assistant Secretary of State, \%, 
Department of State, ‘ 
Washington, D. C. 


Dear Mr. Carr: 


Referring to cables from the American Embassy at Teheran, 
by Persia, commerce #169023 and 169036, and our letter of May 9, 
HAN at addressed to you, additional replies have been recéived 
from American engineering firms concerning their interest in 
the mtter. 


Viele, Blackwell and Buck, 49 Wall St., New York City, 
has submitted a proposal through the American Embassy. 


=: g The International General Electric Company, 120 Broadway, 
x ' : ‘New York City, the Westinghouse Blectric International Company, 
24 g ; -150 Broadway, New York City, and the J.G@h White Engineering 

é % “Corporation, 43 Exchange Place, New York City, have replied that 
* 
4 on ; they are not interested. 


Very truly yours, 


Tiaison Officer. 


CHARLES B. HAWLEY & Co. inc. : 


, 1932 MUNSEY BUILDING 
we > Pa WASHINGTON, D. C. 
~ ” 
: (tt 


Eweintenwa Conronarigh® pe & May 15, 1925.> 
oe ae : 
a\ {o xs \y Gn | k 
GN Dr. Knute E. Carlson, = 
State Department, fs 
Washing ton, D. C. | G 


Dear Dr. Carlson: 
On my return to the office this morning, I find a note 


from Mr. Schreiber telling me of a conversation he had with you 
on May llth relative to the Teheran matter. 

Several days ago we received word from the Department of 
Commerce advising us that they had been informed of some recent 
activities in comection with an hydre-electric project for the 
City of Tehera. I called at the Department, and after securing 
what data was available to the public I cabled Mr. Murray amd 
later confirmed the message by letter, copy of which I take 
pleasure in enclosing. We have had no reply to our cablegran, 
but the reply will probably be sent by letter. 

We are very much interested in the possibilities of é 
this undertaking, and would like very much to become connected .. 
with it. We will greafly appreciate any advices that you may 
feel isposed to send us. 

With kind regards, I beg to remain, 

/ Very truly yours, 
CHARLES B. HAWLEY & COMPANY 


OF AYW 


ro:DE» Kate Bs Garison COPY 


From CHARLES B. HAWLEY & Co. !xc. May 4, 1925. 
‘ WASHINGTON, D. C. 


Mr. R. A. Lundquist very kindly notified us of the 
survey contemplated by the Persian Gevernment govering an investi- 
gation of a water supply ani hytro-electric project near the 
city of Teheran. Upon regeipt ef this information, we cabled 
you our proposal, decoded confirmation ef which we attach hereto. 

Our orgenization has underteken investigations and ca- ~\) 
pleted construction work on hy@ro-eleetric projects in New Zealana © 
and .gouth 4awrica, a¢ well ss a number of large projeets in this = 
country. Should we be suceessful in seeuring the contract to — 
undertake the investigation ma shoulé the investigation prove — 
that the project is susceptible ef economieal development, we will Sy 

= 


~~ 


arrange to finance the construction work and & the work with 
our own construction ergmisation. Upon receipt ef a contract 
from the Persian govetiiment to undertake the construstion work, 
we will refund to the Persian govwrument the sum of 4500 < 
Sterling which is the amount we would reeeive from them for the 
preliminary investigation 

The information which we have is, of course, rather 
meagre and we would expeet te sceeure a great deal of aiditional 
data during the progress ef our preliminary investigation that 
we do not have at this time, 

We gave you as our referemes the. 3. Department of 


Mr. W. S. Murray May 4, 1925. 


Commerce, the American Engineering Council and the Munsey Trust 
Company, 211 of Washington, D. C. If there is any further 
information that the Persian government would reqire us to 
furnish, we will appreelate it if you will cable ua and assure 
you it will be furnished promptly. 

We singerely trust that our proposition will meet 
with the approval of the government, and should it be accepted, — 
we will deeapateh an engineer to Teheran to midertake the pre- 
liminary investigation. 

Very truly yours 
CHARLES B. HAWLEY & COMPANY 
gest /Lw By Signed) J. E. 3S. Thorpe 


ripe se: wasn, 
| ‘ VIA pasa 
ALL AMERICA CABLES ALL AMERIC A 


- MEXICAN TELEGRAPH CO. 


* 1126 CONNECTICUT AVE., N. W. 
WASHINGTON, D. G 


% TELEPHONE FRANKLIN 1169 


Send the following Cablegram, sulyect to the terme 
oa back hercef, which are bereby screed to. LETTER 


Mark with X clase'of Service desired. = ~ Mark with X cla of Servi parry 
Messages unclassified by sender will be sent as Full Rate. VIA COLON Messages onc mgr “Pby ey as Fall Rate, 


W. S. MURRAY SECOND SECRETARY 
AMERICAN LEGATI ON TEHSRAN PERSIA 


REFERRING YOUR CABLE TO DEPARTMENT OF COMMERCE REGARDING HYDRO-ELECTRIC 
UNDERTAKING NEAR TEHFRAN WE WILL SEND ENGINE R TO MAKE PRELIMINARY ‘ 
SURVEY AND COST F9TIMATH FOR 46500 £ STERLING. IF AWARDED COMTRICT WILL” 
FINANCE CONSTRUCTION WORK AND REIMBURSE PERSIAN GOV'REMENT FOR AMOUNT _ 
EXED PAID US POR PRELIMINARY SURVEY. WE REVER YOU TO U.S. DEPARTMENT 
OF COMMERCE AMERICAN ENGINEERING COUNCIL AND MUNSEY TRUST CCMPANY ALL 
OF WASHINGTON, D.C. REPLY CABLE ADDR''SS WATERPOWER WASHINGTON, D.C. 
CHARLES B. HAWLEY & CO. 


PRINCIPAL OFFICES 


NEW YORK Clty, 
89 Broad Street 
(AIL America Cables Bldg.) 
7 Cortlandt Street, 
20 Spruce Street, 
136 Franklin Street, 
234 Fifth Ave. (corner 27th gt 


500 Fifth A. 4and 
WASHINGTON, ar 


VIA “ALL AMEI 


icut Ave., N. W, 
nd and 2ist Street, 
ir: 
ORLEANS, LA., 
riz agazine Street. 
MEXICO, . 
vi Cruz, 
City of Mexico, 
¢ 
Guare ALA, *** e 
¥ La L . 
NICARAGUA, — 
ss éa@ Sur. ——= 
PANAMA, : 


per — 
Callao, 
wnt Lima, 


hone 

Volseden Dwect Revie to and from Centsal snd South America 
Connecting at New York with a parts of 
United States, Coneta and Eerepe 


Heed Office, All America Cables Building 


ig CONNECTING 
7 eis WITH ALL THE WORLD 


on 
( A110 Se Rae non 


a) ed s nian or Alia we ventertee 


cable message should order it repeated, that is, cabled 


||, beet ce originating ice toes camnparivon. Por This, 


The above terms and conditions shall be binding 
upon the receiver as well as the sender of this cablegram 


No employee of the Company is authorised to vary 
foregoing 


ye¢r: Teheran Hydro+Blestric PO} OBEPART 


oman aga Hi “eae | 
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Pe capa ream eee abbabicies 
FOR GUARUED 


DISSEMINATION ONLY.” ee rink «4 | 
) : { cece oh 2) Y eneniid spencacenne 
2 heave 4 cor td refer to the Department 's telegram 
Arey é; ” 


to the Legation Nos 26 P| April gist’ on the subject of 
survey and estimates of the hydro*electric development 


q| 


wou 


Teheran, previously referred to in various reports from/this 

consulate. 
{ During the absence of Mrs Murrey, there wes no one in 

the Legation to handle this matter and I therefore ar . 

for an interview with the Minister of Public Works which ~ | 

| lasted over two hourss > Si 

The Persian government desires et present to get in i 

. touch with various companies who would be able to finance thee 

construction work if they are awarded the contract. From?  G¢ 

each of these companies they wish an offer to cover the oc t é 

of one engineer experienced in such work, to complete the ag 

weed started by Mrs Renner and to prepere ectimatess Only bi 

one man is required, and they promise to furnish him with 

all assistants, necessary. It is the opinion of the Minister 

of Public Works thet only two months will be requireds ae he 

believes the necessary date is on file in the government or 


-2« 
ean be secured by interviewing residents. In order to make 
the proposition more definite, he agreed to limit the time 
- demanded of such an engineer to a maximum of one year. 

The British firm of Armstrong Withworth and Company have 
offered to supply an expert for 5000 pounds sterling. They 
have proposed that they be promptly reimbursed in full in 
case the Persian Government does not award them a contract, 
| and that if they should receive the contract they will include 
| the cost of the survey in their estimates, ‘The Persian Go- 
| vernment is willing to accept these terms but believes that 
! 5000 pounds is too high for this work. It is for this yee, 
and also because they prefer»to award a contract to an American 
firm, that they have asked for additional offers. 

The government is not now interested ‘in granting a con- 
cession for this work, but wish it done vy contract for a fixed 
price to be paid over a term of years. Gi 16 believed, however, 
that if a company secures a contract for the survey, that il 
be able to work this proposition into a concessions) It is my 
opinion that the company awarded the contract should be able to 
at least participate with the Persian Government in the emcesg- 
sion. (my be they can recover their actual costs in cash 
payments, and will prefer to participate in a concession for their 
profits. 

The Minister of Public Works gave an idea of what Dr. Mill- 
spaugh and the government thought was a fair salary for such an 
engineer, by stating the amount they have offered for the ser= 
vices of an American road engineer, namely 10,000 Tomans if a 
home and heat is provided, or 12,500 to include all expenses 
heres 

Two 


~ 


\ \ ts 
, Remington, deputy chairman of the board of the Foundation Company ,. 


=3« 
Two American companies were interested in addition to the 
Foundation Company, and for this reason as well as to give ad- 
ditional information, my telegram of April 25, 4 Dems, was sent | 
to the Department. Viele, Blackwell, and Buck, 49 Wall Street, | 
New York, have been corresponding on this proposition and a let~_ 
ter giving the above information is encloséd in this pouch. 
Charles B. Hawley and Company, 1103 Munsey Building, Washington, | 


De Coy were interested last year, but nothing has been heard mat 
them since that time. It might be well for the Department to area 
bring these facts to their attention. If either of the above 
companies desire to make an offer they should do so by telegram. 

A Iondon director of the Eastern Transport Company of Eng- 
land, Mr. Littlehales, has been in Teheran and has presented a 
letter from the Foundation Company, Itd., of London, in which 
they ask him to investigate this Teheran project on their behalf. 
Tt appears that one of the directors of the Foundation Company 
of Iendon is a director of the Eastern Transport Company. He 
tologsiighes London on April 25th, recommending that they offer 
the services of an engineer for $11,000. In the meantime If. 


Is 


Iondon, telegraphed through the Consul at Athens and offered to | . 
undertake the survey and estimate for 2500 pounds sterling. This | 
offer was repeated to the Minister of Public Works yesterday, ent 
he appeared to be interested, requesting that it be culeiSted 2p 
writing. 

It is my opinion that the Persian Government will accept the 
offer of the Boundation Company, unless offers are received prompt~ 
ly by cable from other American companies, ‘They only hesitate 


hecause 


ao» | wa 
because the Foundation Company appears to include British 
interests. 


e the honor to be, Sir, 
Your obedient servant, 


lenely Gr Pulter 


American Vise Consul 
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fhe Honorable x 
“€he Searetary of Stete, <— 
~ 
Weshi ng ton. Ww 
Sir; 37.64 63/5 


4dverting to the Legetiion's telegram No. 29 deted 
April 9, 12 noon, and the Depertment’s reply 24, 7 
dated April 21, 2 p.m., reporting the DESIRE @ THE 
PERSE AN GOVERNMENT TO INTEREST AMERICAN ENGINEERING 
GONGHRNS in sending to Persia, at the Government's 
expense, engineers for the purpose of making prelim- 
imery surveys end estimetes on A HYDRO-EIECTRIC PROJECT 
NBSAR TEHERAN, I have the honor to tremsmit herewith, 


for 


~2< 


for the infomation of the Department, copies of 
telegrams subsequently received by this Legation 
from Mr, Frenklin Remington, Ghaiirman of the 
Poundation Board of Directors, and from Gharles 
B. Hawley & Company, respectively, regarding this 
matter. 

The Legation has not failed to tranamit this 
material, immediately upon its receipt, both to 
the Persian Government end to Dr. A.C. Mi lispaugh, 
Aiministretor General of Finances, 

I am informed by the latter thet the Persian 
Government hes been favorably impressed by these 
offers ani proposes accepting the one that may be 
regerded as most profitable under the circumstances, 

I have the honor to be, Sir, 


Your obedient servant, 


Wy Svrede danse, | 


W, Smith Murray, 


Bncl osures: 


Poundation end Ghes. B, Hawley & Go: 
Offer for preliminary survey of 
Teheran hydro-electric project. 


Endlosures to Despateh Mo. 1072 


Peraphrase of telegram received from Mr. Remington 


of the Foundation Gompany of Mew York, from Athens on 
&pril1 25: 
” I have received @ copy of the State 
Depertment’s telegram to you with regard 


to @ preliminary report on the hydro- 
electric project near Teheran. 


Please inform the Persian Government 
thet we are quite familiar with this 
matter as engineers of our British company 
have investigated it et one time, 


We will make the survey for the Gov- 
ernment, which will cover estimates of cost, 
Financial requirements and revenue, for 
% 2,500. 


Remi ngton, 
Chairman, Foundation Company, 
now in Athens. 


aa on a ee 


Parephrage of telegram received from the Gharles 
B, Hewley & Gompeny of Weshingtom, D.C, on May 5: 


™ With referemse to your telegrem to 

the Department of Commerce regarding the 
hyéraulic-electriec underteki ne er 

Teheran we will send engineer{s) and will 
meke preliminery survey, cost and estimates, 
for & 4500. 


If we are awarded the contract we will 
finance the construction work and reimburse 
the Persian Government the emounts peid us 
for the preliminary survey. 


We refer you to the U.S. Depertment of 
Commerce, the Amcricen Bngineering Council 
and Munsey Trust Gompeny, ell of Washington, 
2S. 


Reply cable address WATERPOWER Washington. 
CHARLES B. HAWLEY & COMPany * 


( 


‘ eonri dan the hark ot mole 
\pany (Incorporated )transmits and delivers this cablegram subject to the terms and conditions printed on blank. 


oo, 


» Belen moure wa ey 
' \ \ ; 
we Ree i - 
; 44.92 | - P ¢ “. 
Send the followin, Wireare wbiewt to the terms and conditions printed on the back hereof, which are hereby agreed to. ee 
° pert ots / x ¢ 


To 


MAY 26, 1925. 
W. 3. MURRAY SECOND SEOREPARY 


AMBRICAN LEGATION TEHERAN PERSIA 
UGGAJJYSPO PORATGUBOH FZRUP PERSONNEL FOR UCWIR (sPor) 
IF OCUBSOLZVC ARNYPWICEK GUBOHPAYHB TOACY 

PRANSLATION. 
Referring our telegram May fourth we expected to furnish the 
entire personnel fer the survey (stop) If Persian Government will 
provide assistant #@ will furnish engineer for 2200 pounds sterling. 


Cherles B. Hawley & Co. = 4 

a 

= 4 

/ e° 


The sender will please read the conditions on back and sign name and address thereon for reference. 


The Postal Company’s system reaches all important points in the United States and British America, and via Commercial Cables, all the world. 


al 
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oe a. RECEIVED 
Dear Allen: jAN 29 1926 


325% 


bu) 
Wo” Referring to the Bubasty"s ‘het’ to the Foreign Office 


Ah 
sl 


Allen Dulles, Esq., 
- Department of State, 


regarding a proposed Iraq e convention mentioned 
76 he 15 FI 
in my despatch No. 6 of c er 22, 1925, I had a 
further talk at the Foreign Office yesterday with Oliphant 
who informed me that the League of Nations’ decision on the ~S 
Mosul affair having been taken, the Poreign Office had & 


addressed the Colonial Office on the matter of our 


note, and we might expect a reply before too long. 


\Y 
SQ 
— 
NW 
At the same time he gave me a copy of the enclosed | 


aQvVWHAA ZAGA 


pean 


correspondence which had been forwarded to the Poreign 


ING 
Office from Persia by Sir Percy Loraine, and asked me o 


W 
\ 
my Opinion of it. However, as he suggested I should take 


it home and read it over I had a copy made for you, but 
sent it back to him this morning telling him that I did not 
see it was a thing in which we were very concerned, nor did I 
think it necessary to tell him that I had forwarded you a 
copy. 

I shall hope to hear news of you from Fred Sterling 
on his return the end of next week. a 


o 
tg 
With my best wishes to you all for the New Year, a 4 
oo 
rp 
t—<) 


‘Washington, D.C. 


Enclosusure: Document. 


( 
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FEESTA. (December 21, 1925) 
CONFIDENT LAL. Section 7. 
(B 7934/5590 /34) No.l 


Sir P. Loraine to Sir Austen Chamberlain. (Received December 21) 


(No. 629). Tehran, December 2, 1925. 


Sir, 


AN explanation is needed of the telegram No. 379, which I have 


the honour of addressing to you on the 29th November, regarding Messrs. 


Armstrong, Whitworth's proposals in connection with the erection of 
a hydro-electric station for Tehran. 

The history of the circumstances, beyong what has been reported 
to you telegraphically, can best be understood from a perusal of 
the letters exchanged between Dr. Millspaugh and myself, copies 
of which are enclosed herein. The Pinancial Adviser's letter came 
like a bombshell out of the clearest sky I have ever yet seen here 
in regard to possibilities of British enterprise, and I will admit 
that, after first reading it, I was considerably nmettled and filled 
with serious misgivings as regards the impartiality of the writer's 
intentions towards the British competitor for this contract. I also 
had a disagreeable impression that Dr. Millspaugh was endeavoring to 
exert on the Persian Government, through me and at the expense of 
British enterprise, pressure which he found himself unable to make 
effective with his own resources. Nevertheless, being mindful 
of the attitude of helpful consideration towards the American 
Pinancial Mission which is enjoined on me by the declaration 
made to the United States Government by His Majesty's Government 
at the time of the Mission's appointment, I abstained from making 
any hasty rejoinder and contented myself with placing on record 
in ea personal reply to Dr. Millspeugh the acutely emberrassing 
position in which his request had placed me and suggesting an 
early interview in order to discuss the matter fully. My letter 

é pe 
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is, I believe, conehed in very temperate language, but I thought it 
advisable, before beginning any oral exchange of views with Dr. 
Millspaugh, to let him have a clear and unambiguous statement of 
the state of affairs as seen from my angle. I was further 


embarrassed by the fact that you had requested me to reply as soon 
as possible to your telegrams No. 239 of the 26th November anda No. 
242 of the 23rd November and that Dr, Millepaugh, instead of giving | 
me an interview on the 26th of November as I had suggested, wae not | 
able to spare the time till Sunday, the 29th November, when he called 
at this Legation in the evening. 

The restraint which I had exercised proved to be not without 
its uses, for Dr. Millspaugh began by thanking me very sincerely 
for the clear statement of our position which I had sent him. It 
transpired that the Persian Minister of Public Works, Taimur Tash, 
head not represented the matter to him in precisely the same way, 
but rather as the fulfilment - presumably reluctant - as a matter 
of courtesy of some promise given to me orally some time ago by 
Reza Khan Pahlavi. I at once said that no promise on the subject 
had ever been given me by Resa Khan, and that Taimur Tash hed 
acquainted me orally with what he described as a decision of the 
Council of Ministers which constituted the answer which I had long 
awaited to certain proposals which I had submitted to the Persian 
Govermment in the early spring on behalf of Mesers. Armstrong of a 
perfectly normal business character. 

Dr. Millspaugh then developed, in rather more deteil than in 
his letter, his ideas on the subject and in so doing he brought 
up some very material points, in addition to hie main thesis, that, 
before satisfactory business could be done, a definite programme 
must be drawn up and definite credits allotted in the budget for its 
execution. The points were as follows:- 

(a)/ 
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fa) That aame morning the Bill foreshatewed in his letter had | 
been laid before the Majlie, and he gathered that it had made a 
) favorable impression. He has since sent me a text of the Bill, 
adding in his private note which accompanied it, "This is not good 
English and it is not a precise translation. The Bill as introduced 
G@iffers slightly, but it is substantially the same." 
{b) Bhat he 41d not consider himself justified in honouring all ana any 
drafte made by individual Ministers on the Government's monthly 
allewanee. 
{9) That the Government had overspent its allowanee for the current 
year, and that unless he approved of their manner of spending it he 
could obstruct the grant of a similar credit in the budget of the 
forthcoming year. 
4a) That he regarde’ the conclusion of a contract with Armstrong 
involving present or future payments as covered by the stipulation 
in his contract, which required his counter-signature to make such | 
contracts binding. | 
{q@) That some four or five months ago the Persian Government had 
informed him that they were willing to give a contract to Foundations 
(Limited) - an American company - similar to that which they were now 
offering to Armstrong, but he had negatived that proposal on the same 
grounds as he now urged on me in connection with Armstrong; moreover, 
that he had counselled other American firms who had shown a espouses 
interest themselves in Persia not to enter on any negotiations or senda 
any engineers until some comprehensive programme of public works 
had been settled and some credits voted. 
(2) Theat the present Bill 444 not and would not apply to heavy 
Yeilway construction, though it did to the project for a light railway 
in Seisten. 
(g) That when the public works to be undertaken had been selected, he 
would undertake that full publicity would be given, amd that the 
British firme desirous of tendering should have full equality of 


opportunity/ 
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Opportunity. He thought, indeed, that the desiderate in connection 
with railway construction mentioned in your telegram No. 221 of 
the 15th October in connection with the sugar and tea monopoly 
might usefully be applied as regards the public works now in 
. contemplation. 


Finally, Dr. Millspaugh seid he felt that unless these matters 
were going to be based in future on some settled principle, instead 
of being left to the vagaries of a negotiation, very likely 
complicated by protests or counter-claims from other Powers which 
would like to be interested, no real progress could be made or 
stability evolved such as to encourage the influx of sound foreign 
Capital. He did not think that British enterprise would stand to 
lose by what he had in mind, and he felt that if we found it possible 
to cooperate with him, better results could be obtained than by 
starting a negotiation, which he was bound to disapprove, with a 
Government which had not always proved satisfactory to deal with in 
the past and should not be taken too seriously in regard to economic 
and financial problems, in which its competence was not very 
pronounced. 

These arguments have certainly a great deal of weight, and they 
were presented in a reasonable and sedate manner, without any 
suggestion of bluster or assertiveness. I told Dr. Millspaugh that 
if only he had let me know what was in his mind a month, or even a 
fortnight, earlier, much would have been simplified, but, as I had 
explained in my letter, I was now engaged towards the Persian 
Government, the issue was rather a moral than a material one, and 
proportionately a more difficult one to solve. Ho doubt Mesers. 
Armstrong might not lose anything very important by not being 
entrusted with the contemplated survey, especially as the Persian 


é 
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reply was not a complete acceptance of their original offer; but what 
was I to say to the Persian Government? How could I account to them 
for not fulfilling my engagement to endeavor to reconcile armstrong's 
interests with their requirements and bring out their engineer at the 
earliest possible moment, unlesa he authorized me to tell them of the 
representations which he had made to me? Dr. Millspaugh at once replied 
that he perfectly understood this, and that I was at liberty to in- 
form the Persian Government of the objections he had raised, and 
was indeed willing that I should tell Taimur Tash in his presence. 
It was then agreed that Dr. Millspaugh should try to arrange a 
meeting & trois for this purpose, but apparently he has not yet been 
able to do so. 

It of course occurred to me that I had a quite legitimate case 
for insisting that the negotiation for a survey to be conducted | 
by Messrs. Armstrong's engineer should proceed, and not unsound 
grounds for declining to heed Dr. Millspaugh's request that I should 
hang the matter up, at all events for the time being; furthermore, 
that I could purgue with excellent reason the argument about the 
unnecessary and unfair ides of making the terms of the Bill re- 
troactive in this particular regard, which I had outlined in my 
letter of the 26th November. During ny conversation with the 
Financial Adviser, however, I decided not to take up this line, 
because to do so would have er; and wider-reaching issues 
than those under immediate discussion. If Dr. Millspaugh, the 
Persian Government and I had, all three, maintained stubbornly our 
respective positions I should, to all intents and purposes, have been 
ranged alomgside the Persian Government in a battle with Dr. 
Millepaugh and the American Financial Mission. Whatever the issue 
of that battle the result would have been equally disastrous; at 
the worst the question of the very retention of the American advisers 
might have been raised, with His Majesty's Legation committed to an 
adverse attitude in their regard and likely to be saddled with the 
onus and the odium of their possible dismissal. Such ea situation 
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would, I am well aware, be disagreeable to the extreme to His 
Majesty's Government, and would, if I may say so, be equally repugn- 
ant to my own conception of British dealings and interests in this 
country. At the best an estrangement, probably a sulky one, would 
have sprung up between this Legation and the American Financial 
Mission, prejudicial alike to the future prospects of helpful and 
useful intercourse between the two and to Persia's progress in the 
path of financial reform and economic development. No one, I 
think, with a knowledge of this country and its recent history, will 
readily dismiss these vaticinations as idle. I myself feel that 
had a situation of the sort been unleashed there is no telling what 
proportions it might not have assumed. However that may be, it 
seemed clear to me that my duty was to avoid any such situation 
arising, even if it meant the abandonment, temporary or definite, 
of Messrs. Armstrong's survey, and I, therefore, decided to put the 
matter clearly before Taimur Tash, and afterwards to the Persian 
Government if necessary, 80 soon as Dr. Millspaugh provided me with 
the opportunity indicated above, with the intention of doing 
everything in my power to harmonize the three points of view and 
to get satisfactory assurances that, whoever does the survey for the 
hydro-electric station and the cognate irrigation plan which the 
Persian Government have in view, Messrs. Armstrong shall have the 
fullest and fairest opportunity to compete for the constructional 
work involved in the execution of that project. 

I trust that my attitude in this matter, and the reasons on 
which it was based, may meet with your approval. 
I have, &c. 
PERCY LORAINE 


Enclosure I in No.I. 
Dr. Millspaugh to Sir P. Loraine. 


Personal/: 


oFo 


(Personal) 
My dear Sir Peroy, Tehran, November 24, 
19 


5. 

IT has been my hope, as you know, that financial reorganiza- 
tion in Paris might pave EP = thoy public works. at the 
present moment, the time seems opportune to take the preliminary 
steps toward the beginning of such works according to a sound 
programme. in the past, almost no undertakings of this kind have 
ever gone beyond the stage of discussion or preliminary survey. 
The lamentable failure in the past of all movements for the 
construction in Persia of productive public works I am inclined 
to attibute mainly to three conditions:- 

1. Lack of funds, credite and financial control; 

2. Iack of continuity of govermment and policy; and 

3. The practice of formulating the details of each project 

separately by negotiation, 

Permit me to make myself somewhat clearer on the third point. 
Let us say that a foreign legation or foreign company has thought 
of project A as a profitable one for development. The company, 
backed by its legation, takes up the matter with Government. 
Negotiations proceed for a contract or concession. An important 
obstacle then appears due to the fact that project 4 is taken up 
without relation to project B or project C, although it is 
possible that, from the point of view of Persian interest, the latter 
project should be taken up first. Opposition to project A there- 
fore occurs from those sections or groups, Persian or foreign, 
who are particularly interested in project B or project C, or 
possibly X, Y and 2. The consummation of the negotiations re- 
garding the project A meets at the oubset with serious difficulties. 
A correlative difficulty arises from the circumstance that another 
foreign legation or foreign company, seeing a project about to 
drop into the lap of another nationality, demands also a provilege 
for itself, and, until it can get some sort of "compensation", 


opposes/ 
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Opposes the conclusion of negotiations regarding project A. 

Due to the above and other considerations, which are mainly 
financial, it has seemed to me that, if Persia is to be developed 
on @ sound basis, all of the most urgent and important projects 
should be dealt with at the same time. I do not mean the con- 
struction of all projects should be carried on at the same time, 
but the financial planning should be done and the necessary legal 
authorisations should be obtained at the same time for all. 

With this end in view, I have very recently prepared a project 
of law embodying a programme of economic development extending over 
a period of ten years or more and foreseeing credits and expendi- 
ture amounting to a minimum of 500,000 tomans per year and increas- 
ing as the revenue of the productive works return to the Treasury. 
This project of law the Government, as I understand, has accepted, 
and is preparing to present it to the Majlis. 

In order that we might have disinterested expert and comparable 
date for the consideration of all these construction projects, it is 
proposed in the project of law to employ one or two engineers from 
America to make the preliminary studies. This project of law would 
cover such proposals as the Seistan light railway, the Djajaroud dem, 
theZeyenderoud project at Isfahan, as well as others in other parts 
of the country. 

Possessing such settled convictions on the subject and under- 
standing that my proposals were completely endorsed by the Govern- 
ment, I was surprised to be told last night that you had been 
promised that the Government would employ an engineer of Armstrong, 
Whitworth & Co. to make a repert regarding the Djajarouad project. 

Such procedure would seem to me not only inconsistent with the 
plan as above outlined, but likely to imperil its success. I am 
strongly epposed to any deviation from the procedure that I have 
outlined. In America and since my return I have advised American 
companies against sending representatives to Persia at this time, 
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because I feel that such action on their part would intruduce 
useless complication in the development of preliminaries and would 
prove a disappointment to the companies themselves. Until our plans 
have been made, our authorisations obtained, and our available funds 
carefully estimated in advance, it seems to me unwise to involve, 
in any manner whatever, any foreign company. I feel precisely the 
same on sending representatives here by British or other foreign 
companies for any purpose in connection with public works, whether 
there are or are not any present commitments regarding the actual 
construction of the work. It is my wish to make entirely clear to 
you that the promise, if one was made, was without my knowledge and 
approval, and, of course, does not involve me in any obligation of 
any kind. 

I hope you will find it appropriate to send word to Armstrong, 
Whitworth & Co. that if they send an engineer here it is altogether 
improbable that we shall be in a pesition to pay him for his services 
from the Public Treasury, that I disclaim any obligation to approve 
any such payment, and that, if they send their engineer, they mst 
do so at their own risk, so far as payments are concerned. 

If Armstrong, Whitworth & Co. will wait until the project of law 

has been passed, our programme at least tentatively outlined, our 
preliminary studies made, and our general specifications prepared, 
I oan give them, through you, my personal assurances that I shell do 
all within my power to ensure that no contract shall be awarded for 
any public work until after full publicity and after sufficient time 
hes been given to the companies of all nationalities to make bids. 

I trust thet you will accept this frank personal expression of 
my views and hope in the spirit of goodwill and constructive 
purpose in which it is submitted to you. In view of the personal 
character of this letter, I request you to consider it as confidon- 
tial and a subject for discussion only between vom and me personally. 
I have taken no official action in the matter and will not do so unless 


it becomes nécessary in the course of my routine official duties. 
| Pelieve/ 


-10« 


Believe me, &c., 
A. CG. MILLSPAUGH 


Enelosure 2 in No.l. 
Sir P. Loraine to Dr. Millspaugh. . 
(Personal) Tehran, Nov.26,1925. 

I HAVE received your letter marked personal, of the 24th 
November, and I am very grateful to you for letting me know what 
your views and position are in connection with a fixed programme of 
economic development for Persia and especially as regards projects 
to productive public works. 

At the same time the receipt of your letter, and more particu- 
larly your suggestion in its 7th paragraph that I should send a 
warning to Mesers. Armstrong, Whitworth place me in a position of 
acute embarrassment. 

I will try to explain why; but I want you to realize as a 
background to that explanation that what I am saying does not 
proceed from any lack of sympathy with your desire to place Persian 
economic development on a sound basis, or from any defective 
appreciation of your own difficulties, but from the very circumstane s 
which have arisen. 

I may remind you that the proposels originally made through me 
by Mesers. Armstrong, Whitworth in the spring of this year were 
brought to your knowledge; that these proposals were made in 
response to a desire expressed by the Persian Government; as I 
told you at the time I had asked the then Prime Minister whether 
he woulaé like a first-class British company to put forward proposals 
on the basis of doing work on contract on account of the Persian 
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Government and not in any way seeking a concession; if the answer 
was "Yes" I would do my very best to get the Persian Government 

what they wanted; if "No", I should do nothing at all. ‘The answer 
was "Yes", and I was requested to proceed with the matter and to 
conduct any further negotiation connected therewith with the Minister 
of Public Works. I €1€ as requested and my Government used thet 
influence, in view of the Persian request, to secure an offer from 
the firm enjoying the highest reputation for hydro-electric work 
and machinery in the British Empire. Once the offer was made, and I 
was instantly aware that it had produced a most favourable impression 
on the Persian Government, conforming as it 41a to their ideas about 
the manner in which to set about such an undertaking, I naturally 
enquired from time to time whether it was to be accepted. I learnt 
geome months ago that Armstrong's proposals, and one or more other 
projects for a hydro-electric station, had been submitted to a com- 
mission, on which the American Mission was represented, for study and 
report. Therefore, so far as I was aware, the American Mission was 
fully cognisant of the whole matter. 

Never, until the receipt of your letter under reply, have I 

had any grounds whatever for supposing that the’ American Mission had 


or were likely to raise any objection to the acceptance of Armstrong's 


proposals if the Persian Government found them acceptable. Nor have 
I had the slightest inkling that you contemplated bringing any such 
Bill before the Majlis as the one which you now describe to me. 

To make the sequence of recent events clear, I should say that 
cient foal ago I was acquainted by the Minister of Publie Works with 
the decision of the Council of Ministers to accept Armstrong's pro- 
posals in principle, there being one or two small matters requiring 
consideration and adjustment, and the Government providing the credit 


guarantee of £2,500 out of its own funds. I was requested to telegraph 


to London urging that an engineer should be sent out to Persia at the 
earliest possible moment if a satisfactory agreement could be reached 
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on the subsidiary points. 

I had therefore every reason to suppose that the matter was 
entirely in order, and I telegraphed to London as requested. 

Now comes your letter asking me to warn Armstrong not to send 
anyone till the Majlis has passed your Bill; but it is not clear to 
me that, even if I complied with your request, there would be occasion 
for them to send one, if the law approves the engagement of American 
engineers to survey this and other public works which you have in view. 

You will, I think, admit that the matter which I have been 
discussing with the Persian Government for the last eight or nine 
months differs very essentially from any other form of concession 
or contract hunting. I have been at pains to find out what the 
Persian Government want in this connection and to get a British 
firm of the highest standing and repute to carry out that work for 
them in conformity not only with their material requirements but 
also with the principles on which they have told me they wished to 
work, The discussion has had no confidential character, it has been 
Open and straightforward, and, as I said before, the American Mission 
has throughout been cognisant of its details. Now, when the Persian 
Government, without any pressure whatever and acting on their own 
spontaneous authority, tell me that a perfectly legitimate business 
proposal is accepted in principle, and ask me to give effect to it, 
and after I have undertaken to do so to the best of my ability, I 
receive a request from you to call the whole thing off, coupled with 
an intimation at the close of your letter which suggests that, unless 
I comply with your request, you will take steps to block the whole 
enterprise, 

Your request amounts to a request that I should break faith 
with the Persian Government, They ask me to do one thing; you ask 
me to do another, fo them I on accredited and with them my business 
lies. The policy of my Government is to give what help they can, 
provided it be of a kind and in a form welcome to the Persian Govern- 
ment, in the economic reconstruction of this country. At the 
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very moment when an enterprise corresponding to and fulfilling 
these conditions is agreed to in principle you ask me to strangle 
it. 

I do not dispute the soundmess in principle of your idea 
of co-ordinating a programme of economic reconstruction; it is, 
indeed, a course which I have frequently permitted myself in a 
friendly manner to recommend to the Persian Government. I do, how- 
ever, ask whether it is fair, when your project has not even yet 
taken the form of a Bill laid before Parliament, to endeavor to make 
its operation retroactive. Tf I had had any foreknowledge that 
you contemplated such a project I should certainly have warned my 
Government, and our course would have doubtless been shaped so as to 
take it into due and friendly consideration; but whereas you have 
been in the light about my ideas, I have been in the dark about 
yours. 

You ask me to treat the subject and matter of your letter 
under reply as confidential and as personal to our two sleves 
for purposes of discussion. I have respected your request, 
and shall continue to do so unless released by you; but this stip- 
ulation on your part places me in a yet more difficult and embarrase- 
ing situation. On the one hand, it debara me from acquainting my 
Government with a very important consideration at a moment when they 
are already in communication with Armstrong and myself in regard 
to the practicability of giving effect to the wishes expressed to 
me by the Persian Government; on the other hand, it debars me from 
any further converse with the Persian Government on the subject 
at all and introduces a secret element into what has hitherto been 
a perfectly frank affair, which is contrary to my own practice and 
therefore disagreeable to me. Moreover, it deprives me of any 
grounds whatever vis-a-vis the Persian Government for breaking off 
the negotiation now engaged with Armstrong if I considered it 
desirable to do so. 

I do/ 
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I do not see how I can properly switch the thing off 
unless at the request of the Persian Government, with whom I 
have treated the matter throughout, as it is my duty to do. Do 
you not think that your recourse is rather to the Persian Govern-~ 
ment than to me? 

I do not think you have ever found me backward in taking into 
account to the greatest possible extent your point of view, or in 
doing what I properly could to smooth the path of the American 
Mission - in fact to carry out both in the letter and the spirit 
the assurance given to the United States Government by ny 
Government at the moment of the appointment of the mission. 

In this case, however, I do not see how I can comply with your 
request without failing to keep faith with the Persian Govern- 
ment. 

I have explained the situation in which I find myself at some 
length because there are important issues involved. I think 
we had better meet, and as soon as possible, to discuss the 
matter, and I should be very glad if you could set aside some 
time tomorrow (Friday) afternoon for the purpose. 

PERCY LORAINE. 


PBRSZA. 21, 1 
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Sir P. Loraine to Sir Austen Chamberlain. (Received December 21) 
_ 629). Tehran, December 2, 1926. 


AH explanation is needed of the telegram No. 379, which I have 
the honour of addressing to you on the 29th November, regarding Messrs. 
Arustrong, Whitworth's proposals in connection with the erection of 
a hydro-electric station for Tehran. 

The history of the circumstances, beyong what has been reported 
to you telegraphically, can best be understood from a perusal of 
the lettere exchanged between Dr. Millspaugh and myself, copies 
of which are enclosed herein. The Financial Adviser's letter came 
like a bombshell out of the Clearest eky I have ever yet seen here 
in regaré: to possibilitivcs of British enterprise, and I will admit 
that, after first reading it, I was considerably mettied and filled 
with seviouse misgivings as regards the impartiality of the writer's 
intentions towarde the British competitor for thie contract. I also 
had a disagreeable impression that Dr. Millspaugh wae endeavoring to 
exert on the Persian Govermment, through me and at the expense of 
British enterprise, pressure which he found himself unable to make 
effective with his own resources. Nevertheless, being mindful 
of the attitude of helpful consideration towards the American 
Pinaneial Mission which is enjoined on me by the declaration 
made to the United States Government by Hie Majesty's Goverment 
at the time of the Mission's appointment, I abstained from making 
any hasty rejoinder an4 contented myself with placing on record 
in @ persomal reply to Dr. Millepaugh the ecutely embarrassing 
position in which his request. had placed me and suggesting an 
early interview in order to discuss the matter fully. My letter 
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is, I believe, couehed in very temperate language, but I thought it 
advisable, before beginning any oral exchange of views with Dr. 
Millspaugh, to let him have a clear and unambiguous statement of 

the state of affaires as seen from my angle. I was further 
embarrassed by the fact that you had requested me to reply as soon 

as possible to your telegrams No. 239 of the 26th November and jo. 
242 of the 23rd November and that Dr, Mil.iespaugh, instead of giving . 
me an interview on the 28th of November as I had suggested, was not 
able to spare the time till Sunday, tho 29th November, when he callgé 
at this Legation in the evening. 

The restraint which I had exercised proved to be not without 
ite uses, for Dr. Millspaugh began by thanking me very sincerely 
for the clear statement of our position which I had sent him. It 
transpived that the Persian Minister of Public Works, Taimur Tash, 
head not represented the matter to him in precisely the same way, 
but rather as the fulfilment - presumably reluctant - as a matter 
of courtesy of some promise given to me orally some time ago by 
Rese Khan Pahlavi. I at onee said that no promise on the subject 
had ever been given me by Resa Khan, and that Taimur Tash had 
acquainted me orally with what he deseribed as a decision of the 
Gouneil of Ministers which constituted the anewer whieh I had long 
awaited to certain proposals whieh I had submitted to the Persian 
Government in the early spring on behalf of Messrs. Armstrong of a 
perfectly normal business character. 

Dr. Millepaugh then developed, in rather more detail than in 
hie letter, his ideas on the subject and in so doing he brought 
up some very material points, in addition to his main thesis, that, 
before aatisfactory business could be dome, a definite programme 
mast be drawn up and definite ereditese allotted in the budget for its 
executions The pointe were ase follows:- 

(a)/ 
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fa) That same morning the Bill foresha@ewed in his letter had 
been leid before the Majlis, and he gathered that it had made a 
favorable impression. He has since sent me a text of the Bill, 
adding in his private note which accompanied it, "This is not good 
English and it is not a precise translation. The Bill as introduceq 
Giffere slightly, but it is substantially the same." 
{e) Bhat he did not consider himself justified in honouring all and a 
dvafte meade by individual Ministers on the Government's monthly 
allowance. 
{@) That the Government had overspent its allowance for the current 
year, end that unless he approved of their manner of spending it he 
coulda obstruct the grant of a similar credit in the budget of the 
forthcoming year. 
{@) That he regarde: the conclusion of a contract with Armatrong 
involving present or future payments ae covered by the stipulation 
in his contract, which required his counter~-signature to make such 
oont racta binding. 
{@) That some four or five months ago the Persian Government had 
informed him that they were willing to give a contract to Foundations 
(Limited) - an American company - similar to that which they were now 
offering to Armstrong, but he had negatived that proposal on the seme _ 
grounds ae he now urged on me in connection with Armstrong; moreover, 
that he had counselled other Amerigan fieme who had shown « aieponitiogs 
interest themselves in Persia not to enter on any negotiations or send 
any engineers until some comprehen#ive programme of public works 
hed been settled and some credits voted. 
{£) That the present Bill 414 not ond would not apply to besvy 
railway construction, though it a4 to the projept for « light retleay. 
Lg) That when the public works to be undertaken had been selected, he 
would undertake that full publicity woulé be given, and that the 
British firms desirous of tenfering should have full equality of — 
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oppertunity. He thought, indeed, that the desiderata in connection 
with railway construction mentioned in your telegram No. 281 of 
the 16th Ostober in connection with the sugar and tea monopely 
might usefully be applied as regarés the public works now in 
contemplation. 


Finally, Dr. Millepaugh eeid he felt that unless these matters 
were going to be based in future on some settled principle, instead 
of being left to the vagaries of a negotiation, very likely 
complicated by protests or counter-claime from other Powers which 
would like to be interested no real progress could be made or 
stability evolved such as to eneourage the influx of sound foreign 
Capitel, He 414 not think that British enterprise would stand to 
lose by what he had in mind, and he felt that if we found it possible 
to cooperate with him, better regulte could be obteined than by 
starting a negotiation, which he wee bound to disapprove, with a 
Govermment which had not always proved satisfactory to deal with in 
the past and should not be taken too seriously in regard to economic 
and fimaneial probleme, in which its competence was not very 
pronounced. 

These arguments have certainly « great deal of weight, and they 
were presented in a reasonable and sedate manner, without any 
suggestion of bluster or assertiveness. I told Dr. Millepeugh that 
if only he had let me know what wee in hie mind a month, or even a 
fortnight, earlier, mush would heave been simplified, but, as I had 
explained in ay letter, I was now engaged towards the Persian | 
Goverment, the opus wac rather = mofel than a materiel one, and 
proportionately a more difficult one to solve. Ho doubt Mesere. 
Armetrong might not lose anything very important by not being 
entrusted with the contemplated survey, especially as the Persian 

reply 
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reply was not a complete acceptance of their original offer; but whet 
was I to say to the Persian Government? How could I aeoount to them 
for not fulfilling my engagement to endeavor to reconcile armetrong's 
interests with their requirements and bring out their engineer at the 
earliest possible moment, unless he authorised me to tell them of the 
representations which he had made to mef Dr. Millepaugh at once replie 
that he perfectly understood thie, and that I wae at liberty to in- 
form the Pereian Government of the objections he had raised, and 
was indeed willing that I should tell Taimur Tash in his presence. 

It was then agreed that Dr. Millspaugh should try to arrange a 
meeting & trois for this purpose, but apparently he hae not yet been 
able to do s0, 

It of course ocourred to me that I had a quite legitimate case 
for insisting that the negotiation for a survey to be conducted 
by Mesers. Armstrong's engineer should proceed, andi not unsound 
grounds fer declining to heed Dr. Millepaugh's request that I should 
hang the matter up, at all events for the time being; furthermore, 
thet I sould pursue with exeellient reason the argument about the 
unnecessary and unfair idea of making the terme of the Bill re- 
troactive in this particular regard, which I had cutlined in my 
letter of the 26th November. During my conversation with the 
Finaneial Adviser, however, I decided not to take up this line, 
beeause to do so would have re... A and wider-reaching issues 
than those under immediate discussion. If Dr. Millepaugh, the 
Persian Government and I had, all three, maintained stubbornly our 
respective positions I should, to all intents and purposes, have been 
ranged alofigside the Persian Government in « battle with Dr. 
Millspangh end the American Financial Mission. Whatever the issue 
of that battle the result would have been equally disastrous; at 
the worst the question of the very retention of the American advisers 
might have been raised, with His Majesty's Legation committed to an 
adverse attitude in their regara ama likely to be saddled with the 


omus and the odium of their possible diemisgal. Such a situation 
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would, I am well awere, be disagreeable to the extreme to His 
Majesty's Government, and would, if I may say so, be equally repugn- 
ant to my own conception of British dealings and interests in this 
country. At the best an estrangement, probably a sulky one, would 
have sprung up between this Legation and the American Financial 
Mission, prejudicial alike to the future prospects of helpful end 
useful intercourse between the two and to Persia's progress in the 
path of financial reform and economic development. No one, I 
think, with a knowledge of this country and ite recent history, will 
readily diemiess these vaticinations as idle. I myself feel that 
hed a situation of the sort been unleashed there is no telling what 
proportions it might not have assumed. However that may be, it 
seemed clear to me that my duty was to avoid any such situation 
arising, even if it meant the abandonment, temporary or definite, 
of Mesers. Armetrong's survey, and I, therefore, decided to put the 
matter clearly before Taimur Tash, and afterwards to the Persian 
Government if necessary, so soon as Dr. Millspaugh provided me with 
the opportunity indicated above, with the intention of doing 
everything in my power to harmonise the three points of view and 
to get satisfactory assurances that, whoever does the survey for the 
hyéro-electric station and the cognate irrigation plan which the 
Persian Government have in view, Mesers. Armstrong shall have the 
fullest and fairest opportunity to compete for the constructional 
work involved in the execution of that project. 

I trust that my attitude in this matter, and the reasons on 
whieh it wes based, may meet with your approval. 

T have, &e. 
PERCY LORAINE 


Enclosure ZI in Ho.I. 
Dr. Milispaugh to Sir P. Loraine. 


Personal/ 


a 
(Personal) 
My deer Sir Peroy, Tehran, November 24, 
1925. 

IT? hae been my hope, ae you know, that financial reorganisa- 
tion in Paris might pave tne) proenantie public works. At the 
present moment, the time seems opportune to take the preliminary 
steps toward the beginning of such works according to a sound 
programme. In the past, almost no undertakings of this kind have 
ever gone beyond the stage of discussion or preliminary survey. 
The lamentable failure in the past of all movements for the 
construction in Persia of productive public works I am inclined 
to attibute mainly to three conditions: - 

1. Lack of funds, credits and financial control; 

rt Sad poocline of testis tr keke or of 5 te scot 

separately by negotiation. 

Permit me to make myself somewhat clearer on the third point. 
Let us say that a foreign legation or foreign company hase thought 
of project A as a profitable one for development. The company, 
backed by ite legation, takes up the matter with Government. 
Negotiations proceed for a contract or concession. An important 
obstacle then appears due to the fact that project A ie taken up 
without relation to project B or project G, although it is 
possible that, from the point of view of Persian interest, the latter 
project shoulda be taken up first. Opposition to project A there- 
fore eceurs from those sections or groups, Persian or foreign, 
who are particularly interested in project B or project 6, or 
possibly X, Y ané 2. ‘The consummation of the negotiations re- 
garding the project A meets at the outset with serious difficulties. 
A correlative difficulty arises from the circumstance that another 
foreign legation or foreign company, seeing a project about to 
drop into the lap of ampther nationality, demands eleo a previlege 
for iteelf, and, until it ean get some sort of “compensation”, 
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opposes the conclusiog of negotiations regarding project A. 

Due to the above and other considerations, which are mainly 
financial, it hae seemed to me that, if Persia is to be developed 
on ea sound basis, all of the most urgent and important projects 
should be dealt with at the same time. I do not mean the con- 
struction of all projects should be earried on at the same time, 
but the financial planning should be done and the necessary legal 
authorisations should be obtained at the same time for all. 

With this end in view, I have very recently prepared a project 
of law embodying a programme of economic development extending over 
a period of ten years or more and foreseeing credits and expendi- 
ture amounting to a minimum of 500,000 tomans per year and increas- 
ing as the revenue of the productive works return to the Treasury. 
This project of law the Government, as I understand, has accepted, 
and is preparing to present it to the Majlis. 

In order that we might have disinterested expert and comparable 
date for the consideration of all these construction projects, it is 
proposed in the project of law to employ one or two engineers from 
America to make the preliminary studies. This project of law would 
cover such proposals as the Seistan iight reilway, the Djajaroud den, 
thdzeyenderoud project at Isfahan, 18 well as others in other parts 
of the country. 

Possessing such settled convictions on the suiiject and under- 
stending that my proposals were completely endorsed by the Govern- 
ment, I was surprised to be told last night that you had been 
promised that the Government would employ an engineer of Armstrong, 
Whitworth & Co. to make a report regarding the Djajaroud project. 

Such procedure would seem to me not only inconsistent with the 
plan es above outlined, but likely to imperil ite success. I om 
strongly epposed to any deviation from the procedure that I have 
outlined. In Amerien and since my return I have advised American 
companies against sending representatives to Persia at this time, 
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because I feel that such action on their part would intruduce 
useless complication in the development of preliminaries and would 
prove a disappointment toe the companies themselves. Until our plans 
have been made, our authorisations obtained, and our evailable funds 
Carefjilly estimated in advance, it seems to me unwise to involve, 
in any matiner whatever, any foreign company. I feel precisely the 
game on sending representatives here by British or other foreign 
companies for any purpose in connection with public works, whether 
there ave or are not any present commitments regarding the actual 
construction of the work. Tt is my wieh to make entirely clear to 
you that the promise, if one was made, was without my knowledge and 
approval, and, of course, does not involve me in any obligation of 
any kind. 

I hope you will find it appropriate to send word to Armstrong, 
Whitworth & Co. that if they send an engineer here it is altogether 


improbable that we shall be in a position to pay him for his services 


from the Public Treasury, that I disclaim any obligation to approve 
any such payment, and that, if they send their engineer, they must 
do so at their own risk, so far as payments are concerned. 

If armstrong, WhitWerth & Co. will wait until the project of lew 

has been passed, our programme at least tentatively outlined, our 
preliminary studies made, and cur general specifications prepared, 
I ean give them, through you, my personal assurances that I shui l do 
all within my power to ensure that no contract shall be awarded for 
any public work until efter full publicity and after sufficient tine 
hes been given to the companies of all naticualities te make bids. 

I trust that you will accept this frank personel expression of 
my Vhews and hepe in the epirit of goodwill and constructive 
purpose in which it is submitted to you. #§(In view of the personal 
character of this letter, I request you to consider it as confiden- 
tial and a subject for discussion only between you and me personally. 


I have taken no official action in the matter and will not do so unless 


it becomes nécessary in the course of my routine official dutivs. 
Pelieve/ 
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Believe me, &¢., 
Ae ©, MILLSPAVGH 


Enclosure 2 in No.l. 
Sir P. Loraine to Dr. Millsepaugh. 
(Personal) Tehran, Nov. 26,1926, 

I HAVE received your letter marked personal, of the 24th 
November, and I am very gratefal to you for letting me know what 
your views and position are in connection with a fixed programme of 
economic development for Persia and especially as regards projects 
to productive public works. 

At the same time the receipt of your letter, and more particu- 
larly your suggestion in ite 7th peragraph that I should send a 
warning to Mesers. Armstrong, Whitworth place me in a position of 
acute embarrassment. 

I will try to explain why; but I went you to realise as « 
background to that explanation that what I am saying does not 
proceed from any lack of sympathy with your desire to plese Persian 
economic development on a sound basis, or from any defective 
appreciation of your own diffieulties, but from the very cirounstane 6 
which have arisen. 

I may remind you that the propesels originally made through me 
by Messrs. Arastrong, Whitworth in the spring of this year were 
brought to your knowledge; thet these proposals were made in 
response to a desire expressed by the Persian Goverment; es IT 
told you at the time I hed asked the then Prime Minister whether 
he would like « firet-clese British company to put forverd proposals 
Se ON SE RE RE SE et ew 6 Te FREE 
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Government and not in any way seeking a coneession; if the answer 
was "Yes" I would do my very beet to get the Persian Government. 

“what they wanted; if "No", I should do nothing at ell. ‘The answer 
was "Yes", and I wae requested to proceed with the matter ana to 
conduct any further negotiation connected therowith with the Minister 
of Publie Works. I €44 as requested and my Government used their 
influence, in view of the Persian request, to secure an offer from 
the firm enjoying the highest reputation for hyaéro-electric work 
end machinery in the British Empire. Onee the offer was made, and I 
was instantly aware that it had produced a most favourable impression 
om the Persian Government, conforming ae it did to their ideas about 
the manner in which to set about such an undertaking, I naturally 
enquired from time to time whether it was to be accepted. I learnt 
some months ago that Armstrong's proposals, and ome or more other 
projeets for a hydro-electric station, had been submitted to a conm- 
mission, on which the American Mission was represented, for study and 
report. Therefore, so far as I was aware, the American Mission wae 
fully cognisant of the whole matter. 

Hever, until the receipt of your letter under reply, have I 
hed any grounds whatever for supposing that the American Mission hed 
or were likely to raise any objection to the acceptance of Armstrong's 
proposals if the Persian Government found them acceptable. Nor have 
I had the slightest inkling that you contemplated bringing any such 
Bill before the Majlis as the one which you now deseribe to me. 

To make the sequence of recent events oleer, I should sey that 
adout neck age I was acquainted by the Minister of Public Works with 
the decision of the Council of Ministers to accept Armstrong's pro~- 
posals in principle, there being one or two amall matters requiring 
consideration and adjustment, ad the Government providing the. eredit 
guarantee of £2,500 out of ite own funds, -I was requested to telegraph 
to London urging that om engineer should be sent out to Persia at the 
eariiest possible moment if « satisfactory agreement could be reached 

on 
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on the subsidiary points. 

I had therefore every reason to suppose that the matter was 
entirely in order, and I telegraphed to London as requested. 

Now comes your letter asking me to warn Armstrong fot to send 
anyone till the Majlis has passed your Bill; but it ie not clear to 
me that, even if I complied with your request, there would be occasion 
for them to send one, if the law approves the engagement of American 
engineers to survey thie and other public worke which you have in view. 

You will, I think, admit that the matter which I have been 
diseuseing with the Persian Government for the last eight or nine 
months 4iffers very essentially from any other form of concession 
or contract hunting. I have been st pains to find out what the 
Persian Govermment want in this connection and to get a British 
firm of the highest standing and repute to carry out that work for 
them in conformity not only with their material requirements but 
also with the principles on which they have told me they wished to 
work. The disoussion has had no confidential character, it has been 
open and dtraightforward, and, as I said before, the American Mission, 
has throughout been cognisant of its details. How, when the Persian 
Government, without any pressure whatever and acting on their own 
spontaneous authority, tell me that a perfectiy legitimate business 
proposal is accepted in principle, and ask me to give effect to it, 
and after I have undertaken to de so to the beet of my ability, I 
receive a request from you to gall the whole thing off, qoupled with 
an intimation at the close of your letter which suggests that, unless 
I comply with your request, you will take steps to bleck the whole 
enterprise. 

Your request emountse to a request that I should break faith 
with the Fersian Goverment, They ask me to do one thing; you ask 
me to do emother, To them I am accredited and with then ay business 
lies. ‘The policy of my Goveiment is to give what help they can, 
provided it be of a kiné and in a form welcome to the Persian Govern~ 
ment, in the economic reconstruction of thie country. At the 
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very moment when an enterprise corresponding to iit fulfilling 
these conditions ie agreed to in principle you ask me to strangle 
it. 

I @o not dispute the soundmess in principle of your idea 
of co-ordinating a programme of economic reconstruction; it is, 
indeed, a course which I have frequently permitted myself in a 
friendly meuner to recommend to the Persian Government. I do, how- 
ever, ask whether it is fair, when your project has not even yet 
taken the form of a Bill laid before Parliament, to endeavor to make 
ite operation retroactive. Tf I had had any foreknowledge that 
you contemplated such a project I should certainly have warned my 
Government, and our course would have doubtless been shaped so as to 
take it into due and friendly consideration; but whereas you have 
been in the light about my ideas, I have been in the dark about 
yours. 

You eek me to treat the subject and matter of your letter 
under ‘reply as confidential and as personal to our two sleves 
for purposes of diseussion. I have respected your request, 
ané shall continue to do so unless released by you; but this stip- 
ulation on your part places me in a yet more difficult and embarrasse- 
ing situation. On the one hand, it debars me from acquainting ny 
Goverment with a very important consideration at a moment when they 
are already in communication with Armstrong and myself in regard 
to the practicability of giving effect to the wishes expressed to 
me by the Persian Goverment; on the other hand, it debars me from 
eny further converse with the Persian Goverment on the subject 
at all and introduces a secret clement into whet has hitherte been 
@ perfectly frank affair, which is contrasy to my own practice and 
therefore disagreeable to me. Moreover, it deprives me of any 
grounés whatever vis-h-vis the Persian Government for breaking off 
the negotistion now engaged with Armstrong if I consideret it 
desirable to do 80. 


I ao/ | 


~14- 

I do not see how I ean properly switch the thidg off 
unless at the request of the Persian Government, with whom I 
have treated the matter throughout, as it is my guty to ao. Do 
you not think that your recourse is rather to the Persian Govern- 
ment than to me? 

I do not think you have ever found me backward in taking into 
account to the greatest possible extent your point of view, or in 
doing what I properly could to smooth the path of the Americay. 
Miesion - in fact to carry out both in the letter and the spirit 
the assurance given to the United States Government by ny 
Government at the moment of the appointment of the mission. 

In this ease, however, I 40 not see how I can comply with your 
request without failing to keep faith with the Persian Govern- 
ment. 

I have explained the situation in which I find myself at some 
length because there are important iseues involved. I think 
we had better meet, and as soon as possible, to discuss the 
matter, and I should be very glad if you could set aside some 
time tomorrow (Friday) afterneen for the purpose. 

PERCY LORAINE. 
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